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E.O. 11652: N/A 
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SUBJECT: ENERGY: INDIAN-IRANIAN AGREEMENT 

SUMMARY: ON HIS RETURN FROM IRAN SWARAN SINGH 

ANNOUNCED AGREEMENT ON A MAJOR TRADE AGREEMENT PROVIDING 

FOR INCREASED IRANIAN SUPPLIES OF CRUDE WITH "FINANCIAL 

FACILITIES" IN EXCHANGE FOR CEMENT AND STEEL AS WELL AS 

LONG TERM SUPPLIES OF INDIAN ORIN ORE AND SLUMINA. DETAILS 

OF THE ARRANGEMENT ARE NOT YET AVAILABLE BUT INDIA APPARENTLY 

HAS ACHIEVED ITS GOAL OF SECURING DEFERRED PAYMENTS 

FOR AT LEAST SOME OF ITS CURRENT SUPPLIES OE CRUDE. END 

SUMMARY. 

1 . ON HIS RETURN EROM IRAN EXTERNAL AFFAIRS MINISTER 

SWARAN SINGH INFORMED PARLIAMENT THAT INDIA AND IRAN HAD REACHED 

AGREEMENT ON AWIDE RANGE OF TRADE MATTERS. IRAN HAD 
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2.8 TO 3.5 MILLION TONS PER YEAR. CRUDE SUPPLIES WOULD 
ALSO BE INCREASED AND IRAN HAD AGREED TO PROVIED "FINANCIAL 
FACILITIES" TO COVER CRUDE FOR THIS REFINERY AS WELL AS EOR 
ADDITIONAL CRUDE SUPPLIES. 

2. INDIA WOULD SUPPLY IRAN WITH 300,000 TONS OF CEMENT AND 
65,000 TONS OF STEEL PRODUCTS INCLUDING RAILS. INDIA WOULD 
ALSO PROVIDE MACHINERY, RAILWAY CARS AND ENGINEERING GOODS. 

3. IRAN WILL PROVIDE TWO CREDITS TOTALLING ABOUT $370 MILLION 
FOR THE EXPANSION OP THE KARNATAKA IRONORE PROIECT AND FOR 
EXPANISION OF ALUMINA FACILITIES. INDIA WOULD SUPPLY 2.5 
MILLION TONS OF IRON ORE PELLETS AND 100,000 TONS OF ALUMINA 

PER YEAR TO IRAN OVER 20 YEARS WHEN THESE PROJECTS ARE COMPLETED. 

DETAILED CREDIT ARRANGEMENTS REMAIN TO BE WORKED OUT. 

4. INDIA WILL ALSO SUPPLY PISHING TRAWLERS AND TRAIN 
IRANIANS IN FISHING TECHNIQUES. 

5. SWARAN SINGH STATES THAT THE SHAH HAD TOLD HIM THAT IRAN 
WAS PREPARED TO HELP DEVELOPING COUNTRIES WITH THEIR BALANCE 
OF PAYMENTS DIFPICULTIES ARISING FORM CRUDE PRICE INCREASED. 

IRAN WOULD CONTRIBUTE TO A NEUTRAL DEVELOPMENT ORGANIZATION 
AND HE HOPED THAT ALL OIL EXPORTING COUNTRIES AND THE 
DEVELOPED COUNTRIES WOULD DO LIKEWISE 

COMMENT IN A CONVERSATION WITH CONGRESSMAN FRELINGHUYSEN 
AND ME FEBRUARY 23 SWARAN SINGH BROADLY CONFIRMED THE 
DETAILS OF THE AGREEMENT GIVEN ABOVE. IT APPEARS THAT 
INDIA HAS ATTAINED ITS OBJECTIVE. INDIAN NEGOTIATORS GOING 
TO IRAN HAD ABANDONED ANY HOPE OF GETTING ANY DE JURE REDUCTION 
IN CRUDE PRICES. THEY WERE SEEKING AN AGREEMENT 
WHEREBY INDIA WOULD ONLY PAY PART OP ITS CRUDE BILL IN FOREIGN 
EXCHANGE WITH THE REMAINDER (IN RUPEES) DEPOSITED IN INDIAN 
BANKS AND UTILIZED FOR DEVELOPMENT OF EXPORT PROJECTS WHICH 
WOULD BE SHIPPED TO IRAN. THE IRON ORE AND ALUMINA PROJECTS 
SOUND AS THOUGH THEY FIT INTO THIS PATTERN. INDIAN PROVISION 
OF LARGE AMOUNTS OP STEEL AND CEMENT TO IRAN WILL PROVE 
DIFPICULT IN LIGHT OP DOMESTIC SHORTAGES OF BOTH PRODUCTS. 
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